


Mr. Bryan's Interesting Proposal. 





HE most important proposal that developed 
during the financial conference between 
the Secretary of the Treasury and the 
delegates of the Central and South Amer- 
ican republics is one which has passed 

unnoticed by the newspapers and has found no place 
in the official record of the conference. 


Secretary of State Bryan presented a proposal 
at a dinner given by General Edward C. O’Brien, 
formerly Minister of the United States to Uruguay, 
in honor of the Minister of Finance of Urugua 
and the members of the Uruguayan delegation, look- 
ing to an interchange of credit by the Government 
of the United States with governments within the 
Pan-American Union that might desire to take ad- 
vantage of the arrangement. The Secretary of 
State was careful to say that he threw out the sug- 
gestion he was about to make quite in a personal 
and unofficial way, obviously guarding against its 
being regarded at this time as an Administration 
measure or as representing even the views of any of 
his colleagues. 

His premise was that the development of several 
of the South American republics was greatly hin- 
dered by the lack of credit which would enable 
those countries to borrow on any reasonable basis. 
He cited instances of governments paying eight per 
cent, and he could, of course, have cited many such 
instances, and some where the rate would have been 
even higher. He very properly regarded this lack 
of credit and consequent lack of national initiative 
as a great loss, not alone to the countries and the 
people of the nations being considered, but quite as 
well to the people of the United States. 

This interchange of credit was to be accomplished 
by taking from a South American nation its obliga- 
tion bearing four per cent interest and giving such 
a country a like amount of United States bonds bear- 
ing three per cent interest. Our government, how- 
ever, instead of making the one per cent difference 
in interest rates, would devote this to the amortiza- 
tion of the South American bonds, which by invest- 
ing the sinking fund at three per cent would be ac- 
complished in 47 years. 

Making allowance for all the difficulties that will 
be immediately thought of in the consummation 
of such a scheme, it still deserves to be pronounced 
not only a daring but a really brilliant conception. 
It is daring because it goes beyond the conventional 
in government finance, but it is brilliant because it 
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appeals to the imagination as offering something 
that while attended by difficulties is not impossible 
of realization, and if carried through successfully 
would be an historic act of statesmanship. The 
benefits to the states that took advantage of such an 
opportunity for useful and practical purposes would 
be obviously very great, as they would not only pay 
a lower rate of interest than that to which they 
have been accustomed, but they would be under no 
necessity of making additional provision for the 
payment of the principal. On the other hand the 
United States would be nothing out of pocket if our 


y|South American neighbors always made their an- 


nual payments promptly. 

The idea is unusual, and the Secretary of State 
advanced it with some hesitancy, apparently with 
misgivings that his hearers might regard it vision- 
ary, but it is no farther removed from the authority 
of precedent than some of the recent measures of 
David Lloyd-George, which while creating astonish- 
ment at first have since caused the entire financial 
community of England to do him homage and to 
protest against his retirement from the position of 
Chancellor of the Exchequer. In fact, the inter- 
change of credit that Great Britain is now making 
with her allies furnishes a complete example of 
what Mr. Bryan proposes. While we are not facing 
the same kind of an emergency as confronts Great 
Britain, it will not be denied that the establishment 
of friendly and mutually helpful relations between 
the United States and the other countries of this 
hemisphere is an end in which this country is tre- 
mendously interested, and for which we can afford 
to lend definite and tangible assistance. 

It is not a proposition for the sole benefit of our 
neighbors. Every dollar wisely expended in the de- 
velopment of these countries will yield benefits to 
the United States. An essential part of such a pro- 
gram, of course, although Mr. Bryan did not touch 
on it in his brief presentation, would be that our gov- 
ernment should be entirely satisfied with the pur- 
poses for which each loan was to be incurred, that 
those purposes should be designed for the internal 
development of the countries borrowing, and that 
that development should be of a character, generally 
speaking, which would tend to increase their com- 
merce and make them more prosperous and valu- 
able neighbors in the international family. 

The difficulties to be dealt with would relate to 
this undoubtedly delicate task of discriminating 
among the proposals that might come up from the 
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different governments, of prescribing terms and 
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conditions, and of managing possible cases of de- 
fault and neglect. Private lenders do not hesitate to 
discriminate in dealings between countries that are 
strong and weak financially, and to make terms and 
conditions for security accordingly, but a govern- 
ment anxious to treat all alike might find embar- 
rassment in so doing. 

Nevertheless, we would repeat that the Secretary 
of State has made the most interesting and stimulat- 
ing suggestion that has come from the Conference. 
It may have been regarded by the group of 
gentlemen who listened to it as an after-dinner 
stretching forth of the hand of fellowship and 
friendliness, somewhat Utopian so far as prospects 
of practical conclusion might be concerned, but it 
is worth examining much more closely than as 
a mere after-dinner address. It is in fact, 
a plan to which the Secretary of State has given 
careful thought, and instead of being merely an 
after-dinner ebullition of friendliness, it is quite 
possible that it represents the most astute and en- 
lightened statesmanship. 


The Conference Timely and Successful. 


Secretary McAdoo is entitled to ungrudging credit 
for the idea of holding the conference at this time. 
It was the very hour for such a gathering. In view 
of the extraordinary world conditions now prevail- 
ing the invited governments responded with the 
greatest interest and selected delegates from among 
the leading men in their industrial and political life. 
It would be impossible that such a gathering of rep- 
resentative men should occur without having impor- 
tant results. It has been decidedly the most serious 
and businesslike conference upon Pan-American 
affairs ever assembled. 

Theodore Roosevelt, following his trip into South 
America two years ago, expressed the opinion that 
the twentieth century would do for that continent 
something like what the nineteenth did for North 
America, and there is much reason to believe that 
this is so. The whole world is in need of the raw 
materials and food supplies that these regions are 
able to supply. There are good opportunities for 
capital and for trade in that quarter, and circum- 
stances have now given the United States a great 
opportunity to establish itself in a position of lead- 
ership there. In the very nature of the situation, 
the initiative in the development of more intimate 
relations rests with the United States. This coun- 
try with its surplus wealth, its organized credit, its 
engineering talent, its experience in large develop- 
ment work and its facilities for the manufacture of 
all kinds of equipment, is in position to supply what 
South America needs, and by so doing create a com- 
munity of interest that will realize what has been 
the dream of statesmen since these states were polit- 
ically emancipated from European control. 


The United States and The War. 


The sinking of the Lusitania brought home to 
the people of the United States more forcibly 
than anything that had occurred before, the grave 
possibility that this country might be drawn mto 
the war. The loss of American lives in this in- 
stance raised no new question, for an American 
citizen had lost his life upon the merchant ship 
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Falaba, also sunk by a submarine, and three Amer- 
ican lives were lost by the sinking of the Gulflight, 
an American ship carrying the American flag, but 
neither of these cases made anything like the ap- 
peal to public sentiment that the Lusitania case did, 
and in the United States it is public sentiment that 
makes war. 

The occasion illustrates the want of the civilized 
world for a duly constituted authority for determin- 
ing and defining international law under all the 
changing conditions of modern life and warfare. It 
may be that it is too much to hope for that in this 
or near generations war can be altogether pre- 
vented; it may be that for a long time to come 
great racial and national impulses will occasionally 
break through all restraints that may be contrived 
and all agreements that individuals of passing au- 
thority may formulate, and insist upon fighting out 
matters of fundamental concern. But certainly no 
such inevitable antagonism exists between the 
United States and Germany. The people are 
friendly and upon both sides would deplore war, 
and yet both are tenacious of their rights. The 
United States has always stood, as a matter of prin- 
ciple, for the broadest possible interpretation of 
the rights of neutrals and non-combatants in time 
of war. This policy has been determined upon the 
theory that it is in the interest of civilization and 
for the good of mankind that the area of war oper- 
ations shall be circumscribed as much as possible, 
and the rights of neutrals and non-combatants pro- 
tected and enlarged. In time of peace this princi- 
ple must command general approval, but in time 
of war, when nations are fighting, as they believe, 
for their existence, any change of conditions that 
may be held to affect the application of interna- 
tional law is seized upon by the combatants. The 
trouble then is that international law rests upon 
common consent, and there is not even a recognized 
authority to say what it is with relation to new 
conditions that arise. Private war, the settlement 
of property disputes by force, and of questions of 
honor by the duel, has been done away with by 
the creation of a body of law and the establishment 
of tribunals to try the causes that may arise. There 
is no humiliation or disgrace in submitting to the 
determination of a duly constituted court, even 
though the defeated party feels that justice in his 
case has not been done. The essential thing is 
that order shall be maintained and that rights shall 
be determined, not by the power of force but by 
rules of equity impartially administered. 

In the international field there remains the risk 
that the parties to a dispute, jealous of their rights, 
fearful of the results of precedent, sensitive as to 
national honor, swayed by the emotions or inter- 
ests of the hour, may take positions from which re- 
treat upon either side seems to be impossible, and 
so drift into war although neither side desires it. 
The civilized world is supremely interested in the 
maintenance of order; the first condition of this 
is good understanding, and nothing will contribute 
so much to it as an agreed method of determining 
what is right in cases of dispute, according to princi- 
ples accepted and defined so far as possible in time 
of peace. 








It is not believed that war will come between the 
United States and Germany, because it is believed 
that both governments sincerely desire to avoid it 
and that ground will be found upon which they 
can meet. The issues involved are serious, how- 
ever, and it is possible that the negotiations may be 
protracted, which in itself is to be regretted, as 
there is always the chance of new complications. 
It is very much to be hoped that nothing will be 
said or written to increase irritation or promote the 
war spirit, which through the public press is quickly 
reflected from one country to another. The terms 
of settlement, so far as this country is concerned, 
are in the hands of the government at Washing- 
ton, which is known to be strongly predisposed to 
peace, although it has clearly recognized an obli- 
gation to stand for all neutral rights the loss of 
which would be a misfortune to the world. It does 
not follow, however, because two countries dis- 
agree about their rights that they must go to war; 
either side may yield under protest or they may 
make mutual concessions until the questions at is- 
sue can be peacefully determined by a concert of 
the powers. 

While the entrance of this country into the war 
would be deplorable, there is no reason to suppose 
that it would seriously affect the general business 
or financial situation at this time. Intercourse 
with Germany and her allies is now so nearly cut 
off that the slight trade remaining is of small con- 
sequence, and, on the other hand, considerable stim- 
ulus would be probably given to some lines of in- 
dustry. Later on we would inevitably suffer from 
the further diversion of our industries to the manu- 
facture of war equipment and supplies, and it can- 
not be contemplated without an earnest hope for 
the revival of peaceful industry instead. 


Italy in The War. 





The extension of the war to include Italy is an- 
other development of the month, and of course an 
important one, especially in view of the general 
expectation that all of the Balkan states will be 


ultimately involved. If this should prove to be 
true, and even with the aid that Italy alone can 
give, the campaign to open the Dardanelles prob- 
ably will be brought to a successful conclusion, a 
matter that will directly affect the value of our 
next wheat crop. The opening of the straits will 
be of benefit to Russia as affording an outlet for 
her products, thus enabling her to balance the im- 
portations of war supplies, and also as allowing the 
more expeditious delivery of the imported supplies. 
It also adds materially to the preponderance of 
population and resources on the side of the Allies. 

The army has been mobilized for months and the 
preparations for war have been active, so that there 
is little change in economic conditions, except that 
the stress will be greater as the expenditures con- 
tinue. Of course every additional man drawn from 
industry in Europe and particularly from the pro- 
duction of necessaries, means a greater demand 
upon the rest of the world and seriously raises a 
question as to the extent to which it is practicable 
for Europe to utilize the resources of other coun- 
tries and make payment. It refers not only to the 
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warring countries but to the neutral countries, which 
by reason of the disorganization of trade and ex- 


traordinary expenses find the trade balance run- 
ning against them. 


Problem of The Allies. 


The bulk of international purchases are or- 
dinarily paid for in goods, for trade has a natural 
tendency to settle itself; but England, France, Bel- 
gium and Italy have drawn so many men from the 
regular industries that their exports are seriously 
cut down, and in the case of Belgium practically 
obliterated. The Prime Minister of England in a 
recent speech said that 217,000 coal miners in Great 
Britain had enlisted, while only 70,000 had been 
brought in from other occupations to take their 
places. As a result of the shortage of coal, not 
only has the cost of living and of manufacturing 
been seriously increased at home, but it has been 
found necessary to prohibit exports, and coal is 
one of the chief commodities with which England 
pays for imports. As to iron and steel, woolen 
goods, the machinery and engineering trades, all 
of which ordinarily contribute largely to British 
exports, practically the entire capacity is now de- 
voted to war supplies, and heavy purchases are 
being made abroad. 

At the beginning of the war it was said in Eng- 
land that the motto of the country should be 
“business as usual,” and calculations were made to 
show that the country could carry on the war by 
abstaining for the time from new investments 
abroad. But this idea of carrying on a great war 
with one hand while attending to all customary 
employment with the other has had to be modified. 
It has become a question whether England has not 
made a mistake in enlisting an army of several 
million men, withdrawn mainly from her indus- 
tries. She has more men at the front than she can 
supply with ammunition and equipment, together 
with the supplies she must make for her Allies. The 
industrial cities of Belgium and some of the most 
important ones of France are in the hands of the 
Germans; Russia has an abundance of men but 
limited industrial equipment. The result is an 
enormous demand upon the United States and other 
neutral countries. 

Since goods cannot be sent in exchange as usual, 
securities must be sold or payments made in gold. 
The governments have no control over securities 
in private hands, and unless they can place their 
own securities abroad must pay any remaining bal- 
ances in gold. France has sent during the month 
of May some $11,500,000 to the United States, but 
discontinued shipments as the result of an under- 
standing reached with the British Chancellor of the 
Exchequer, which provides that in consideration 
of the transfer of $100,000,000 in gold from Paris 
to London, the British Treasury will finance $300,- 
000,000 of French purchases in England, Canada 
and the United States, for which payment must 
be made in the course of the next six months. No 
other details of the transactions are given, except 
that no more gold will be required from France 
for these payments. Canada has large payments 
to make in London, and the indebtedness there and - 











in England will be easily handled, but that portion 
of it which is owing in the United States will be 
additional to debit balances that England will have 
here on her own account. 


The Chancellor of the Exchequer in the House of 
Commons on May 4th, presenting the Budget for the 
fiscal year beginning April 1, 1915, stated that if the 
war lasted throughout this fiscal year, England, for 
herself and Allies, would have to finance foreign 
payments estimated at $1,750,000,000 to $2,000,- 
000,000 in excess of her income from foreign in- 
vestments, shipping, etc. In other words, she must 
either dispose of foreign holdings or borrow abroad 
to that extent or ship gold to meet any deficiency. 
He did not in this connection refer to the agreement 
consummated between the three finance ministers 
several months ago, but it is assumed that to what- 
ever extent gold shipments are necessary, France 
and Russia will make contributions. Indeed, the 
present arrangement with France is probably sup- 
plementary to the original understanding. 


The sums named are very large to be liquidated 
abroad under existing circumstances. It is not a 
question of the wealth of these countries or of the 
ability or willingness of their people to keep their 
governments in funds at home. The problem is how 
to convert these home credits for payments that 
must be made in the United States and other coun- 
tries. Goods cannot be bought anywhere from pro- 
ducers unless payment is made in current funds, 
available in turn for payments to labor and for ma- 
terials. Bank credits are essentially temporary in 
character ; they can be resorted to temporarily while 
loans are being distributed to investors, but war 
debts are not disposed of until they take the form 
of long-time obligations. 

While all of these payments are not to be made 
in the United States, this is the only country in 
which securities can be sold to any extent. England 
cannot count upon receiving even her regular in- 
come from many of the other countries, and suffers 
some loss of income even from the United States. 
These international settlements therefore are prac- 
tically up to this market. That American stocks 
and bonds can be sold here in almost any quantities 
desired is now hardly to be doubted, but it is un- 
certain how fast they will be offered, and the other 
means of raising credits are still more uncertain. A 
very considerable amount of foreign borrowing has 
been done here already, and more can be done, 
but the United States has never been a field for 
foreign investments. It is a novelty for our people 
to buy foreign securities and the low rates at which 
these government obligations are taken in their 
home countries add to the difficulty of disposing of 
them here. 

The situation has been clearly foreshadowed by 
the heavy trade balances in favor of this country, 
but the statement of the Chancellor of the Ex- 
chequer, which is based mainly upon the exports 
and imports of Great Britain for the first four 
months of this year, gives it definite form. It is 
true that the ability of the Allies to pay for supplies 
for at least a year to come.can hardly be questioned, 
because they have gold enough to cover the Chancel- 
lor’s estimate, but it is certain that they will view 


any serious inroads upon these stores with concern. 
They cannot hope to recover gold during the war, 
and while a reduction of their stocks is to be ex- 
pected, anything like early exhaustion would be a 
serious matter if the Allies are to continue depend- 
ent upon foreign supplies of materials. 


The Budget Speech. 


These facts and considerations were very frankly 
discussed by the Chancellor of the Exchequer in his 
Budget speech, and he closed with an appeal for 
economy and savings by all the people. It is evi- 
dent that if the ordinary expenditures of the peo- 
ple were rigorously cut down, importations for con- 
sumption would be less and labor would be released 
to make war supplies that are now imported. The 
newspapers and financial journals have taken up the 
argument. The London Statist commenting upon 
the Budget speech said: 

“It is evident that the civil population are now spending 
money upon both necessaries and luxuries far beyond what 
the financial resources of the country will permit for any 
length of time, and the sooner they begin the work of 
economy the easier will become the task they are called 
upon to perform. Indeed, all the energies of the nation, 
civil as well as military, must, without a moment’s delay, 
be concentrated upon prosecuting the war with the utmost 
vigour and meeting the vast outlays that are now being 
incurred.” 

The Chancellor was able to make a strong show- 
ing of the financial strength of Great Britain, not- 
withstanding the statement of expenditures. He es- 
timated the revenues for the year beginning April 
1st at £72,000,000 or $360,000,000 above those of 
the fiscal year 1913-1914, a sum which at four per 
cent would pay the interest on $9,000,000,000 of 
new debt, or enough to pay the extra war expenses 
for two years. He did not think the limit of taxa- 
tion was anywhere near reached, and said that their 
ancestors began the wars with Napoleon with a tax 
that was equivalent to one-seventh of the national 
income, proceeded to one-sixth, and as the war 
went on to one-fifth, and then to one-fourth, and 
ended by taxing themselves to the extent of two- 
sevenths of their income. The debt in 1792 at the 
beginning of the Napoleonic wars was $1,185,000,- 
000, and at the close of the war, after Waterloo, was 
$4,300,000,000. At the beginning of the present 
war the debt stood at $3,500,000,000, and had been 
reduced during the preceding eight years by the 
sum of $535,000,000, but this gain, the Chancellor 
sadly remarked, had been wiped out in two months 
pol this war, and the debt now stood at $5,800,000- 


The Test of Strength. 


We know everything by comparison with some- 
thing else, and judging by wealth, population and 
productive power, the British Empire of today is al- 
most incalculably stronger than it was in the year 
1800 when there were not as many people in Great 
Britain as there are now in Canada and in Australia. 
In fact, the Empire never at one time had as many 
men in the field against Napoleon as the colonies 
have in this war now. The wealth and income of 
the Empire now are probably ten times what they 
were then, but the enlarged productive powers of 
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the modern community are offset by different 
habits of living. Are the people willing to devote 
their increased powers to the prosecution of the 
war? Or will they insist upon living as well, spend- 
ing as much and importing as much as when there 
was no war? If they do, they have the problem of 
how to make payment. The Chancellor, in a later 
debate, reverting to the problem as presented in the 
Budget speech, is quoted as saying: 

“The difficulty of the chancellor of the exchequer was 
not that this country was not rich enough to wage war 
for 20 years, if necessary, but that its assets had to be 
liquidated to pay for expenditure as the war went on.” 

In other words, it isn’t wealth in lands or houses 
that counts now, but wealth in war equipment. The 
wars of primitive peoples created no debts. Such 
peoples lived simply and fought simply; and while 
some of them did the fighting, others provided the 
food and clothing and tended the flocks. Such wars 
can go on indefinitely, or until the fighting strength 
in men is exhausted. The strength of a modern 
nation in a long and strenuous war is measured 
by its ability to get back to primitive condi- 
tions, throw off the superfluities of modern life, 
and devote the labor that they represent to the task 
at hand. 

The conditions surrounding Germany in this war 
have made it in large degree compulsory that its 
people should pursue this course. They have in 
high degree the faculty of organization, and of con- 
centrated application, but the fact that foreign trade 
was so largely cut off has of course brought home 
more forcibly to the whole people the necessity of 
being self-supporting and of working together as 
one family in order to carry on the war. Since 
they know they cannot count upon getting food or 
clothing or war supplies from outside, they have 
set earnestly about providing these things for them- 
selves, and are doing so with a success that com- 
mands admiration. They are not confused or mis- 
led by a belief that they have the whole world to 
draw on and that the government has only to borrow 
money and buy what is wanted. They are face to 
face with the fact that they must dig their food and 
food for their armies out of the earth, and make 
their own supplies, as they go along, and aside from 
the strength they have developed to continue the 
war, it is evident that they will come out of it in 
very much better condition because of having fought 
it without incurring foreign obligations. 


Effect of Gold Imports. 


We are so accustomed in this country to think of 
gold imports as supplying the basis for industrial 
activity and general prosperity that for many people 
it is not easy to think of them as not altogether de- 
sirable. But all experience goes to show that an ab- 
normal increase in a country’s money supply is a 
disturbing and harmful factor in the national life. 
All real progress comes by steady and harmonious 
development, increasing the productive powers of 
the people. It is important that there shall be liquid 
capital and credit in sufficient supply to finance this 
normal advancement, furnishing steady employment 
to the population and enabling new methods and 
equipment to supersede the old. There is no use 
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for gold beyond serving these purposes. After 
everybody is employed and all the productive forces 
are in full action, a billion dollars’ worth of gold 
cannot add one day’s work to what is being done. 

It can only divert labor from one thing to another, 
unsettle values, and thus confuse and derange all 
normal relations. Nobody gains by pure inflation 
except at the expense of somebody else, and the in- 
fluence of such an artificial stimulus ends eventually 
in a disastrous collapse. The present is a peculiarly 
unpropitious time for speculative expansion, be- 
cause there is no permanent basis for calculations 
for the future. Our industries are being adjusted 
to war conditions, and extensively employed upon 
demands that are known to be temporary. It is 
evident that there must be a period of readjustment 
when the war is over. There is plenty of gold in 
this country now to finance any legitimate expansion 
of industry, and there should be no other financing 
under present conditions, 


General Business Conditions. 


The general business situation must be regarded 
as slightly better than a month ago, notwithstand- 
ing the disturbing influence of the great ocean trag- 
edy. The Middle West is optimistic, influenced by 
the prosperous condition of the farming popula- 
tion and the prospects for another good crop. Re- 
ports from the crops since the middle of the month 
have not been so favorable, wheat having suffered 
from insects, and corn planting being delayed by 
cold and wet weather, there is plenty of time yet for 
both to make good. The winter wheat yield may be 
short of last year’s, but the spring planting prom- 
ises a larger crop. Bank deposits from Texas 
north are higher than ever known before and 
money conditions are easy. The rate of interest on 
farm loans is lower than a year ago, and there is 
some movement in farm lands, at a _ further 
advance in prices. Cattle and sheep are bringing 
better prices and the wool clip is bringing the best 
prices known for years. Over 300,000,000 bushels 
of wheat have now been exported from the 1914 
crop and perhaps 25,000,000 bushels are yet to go 
out. One of the unexpected windfalls to the farm- 
ers has been the sale to Europe since last July of 
185,000 horses for $40,695,037. Most of them were 
probably superfluous and all can be spared without 
serious inconvenience. 

The cotton states are still very quiet. The new 
crop is backward, but has been doing better for the 
past week. The reduction in acreage is smaller 
than it would have been but for the recovery in 
price before the planting season opened, but may 
reach ten per cent. The total acreage in all crops 
is enlarged every year by the clearing of cut-over 
lands and the area in other crops will be increased 
by more than the reduction in cotton. The amount 
of fertilizer used this year will not be more than 
50 per cent of the usual amount and this reduc- 
tion will affect the yield. Altogether a considerable 
curtailment of yield from last year’s record crop 
is to be expected. 

So far as industrial production for domestic con- 
sumption is concerned it is not clear that there has 
been any gain during the last month, but there is 











greater activity upon export orders, particularly in 
the steel and machinery lines. It is a relief to hear 
complaints of labor shortage. The Jron Age says 
that the scarcity of skilled mechanics, particularly 
machinists, has reached an acute stage in some 
parts of the country. War orders at Springfield 
and Bridgeport are a disturbing element in this line 
throughout New England, for these two cities are 
adding something more than 10,000 men to what 
would be considered their normal working forces 
in ordinary good times. In the region from Pitts- 
burg to Detroit the automobile people are also using 
all the machinists they can get. In Pennsylvania 
and West Virginia there is a cry for common labor. 
The usual spring immigration from Europe did not 
come, and it is feared that if the Italians go home 
in large numbers a serious shortage will be felt. 

Reports from the bituminous coal business are 
indicative of a rising demand, although complaints 
are general that prices are ruinously low. The 
scarcity of foreign labor is beginning to be felt in 
this industry and at Pittsburg this applies also to 
the hands and crews on boats which take coal to 
down river markets. As each coke oven is blown 
in and each mine resumes the short supply of labor 
becomes more noticeable. All contracts are being 
made to provide that delivery is contingent upon 
the labor supply. 

Notwithstanding these good signs the fact re- 
mains that railway earnings are still falling below 
the earnings of last year, which were not good. The 
demand for money in business is light, while bank 
clearings are about on a level with a year ago. The 
preliminary report figures given out by the Comp- 
troller of the Currency, relative to the condition 
of national banks at the date of the last call, May 
1, show practically no change in loans and dis- 
counts outside of a few large cities since March 4. 
With all but four reserve cities reported, the net 
increase was $90,000,000, but New York showed 
$60,000,000; Boston, $19,000,000; Chicago, $12,- 
000,000 ; Philadelphia, $7,000,00U ; Cleveland, $2,000, 
000; Detroit, $1,400,000; Des Moines, $1,300,000. 
St. Paul, Minneapolis, Milwaukee, Kansas City, Den- 
ver, San Francisco, New Orleans, Houston, Dallas, 
St. Louis, Indianapolis, Cincinnati, Pittsburgh, At- 
lanta and Baltimore, showed reductions. These two 
months of spring might be expected to show some 
general increase, but what has occurred might be 
largely accounted for by the activity in the stock 
market. 


Money continues in abundant supply and rates 


are quoted easier. Nothing different is in sight, 
with gold moving into the country at a rate that is 
wholly without a precedent under similar condi- 
tions. Indeed, there have been no similar condi- 
tions. The most extraordinary movement in our 
history was that prompted by our necessities during 
the panic of 1907. That movement aggregated 
about $100,000,000. The importations since Jan- 
uary 1 last have now aggregated about $75,000,000, 
and they are coming not because we want them, but 
because all other means of paying for our com- 
modities are seemingly insufficient. 

The tendency for our industries to ,ecome more 


and more involved in war conditions, while tempo- 
rarily advantageous, cannot be regarded as wholly 
promising for the future. Normally, our indus- 
tries are reciprocal, supporting and supplying busi- 
ness to each other, and when a large part of the 
capacity in certain important lines is taken up with 
an abnormal and temporary foreign demand, our 
other industries must be more or less interrupted 
and deranged. 


Iron, Steel and Glass. 


The reports from the Pittsburg industries are 
now very good. The Carnegie Steel Company has 
been operating for the last week at 85 per cent of its 
ingot capacity, which compares with 35 per cent in 
December last. This company owns fifty-nine blast 
furnaces, forty of which are now in operation, as 
against twenty-two on the first of January. The 
Jones & Laughlin and other companies have also 
largely increased their production. The Crucible 
Steel Company is running to capacity on contracts 
that will take nine months to complete. The West- 
inghouse Company which has a large contract for 
shells, is erecting two new buildings, one 550 feet 
long and the other 575 feet long, to enabie it to 
handle this business. The American Locomotive 
Company has taken important contracts to be filled 
from its Pittsburg works. War orders, directly 
or indirectly are a large factor in this activity. The 
American Sheet and Tin Plate Company reports the 
actual shipments of sheets and tin plate in the last 
two weeks as greater than in any two weeks since 
March, 1912. Foreign orders for canned goods are 
factors here also. 

In the Youngstown district the three principal 
steel companies are operating close to 100 per cent 
of the capacity of their steel works and finishing 
mills. 





The glass industry is having a light year, which 
is figured from October to October. For the year 
ended last October the factories operated by hand 
and by machine turned out 7,033,000 boxes. This 
year it is estimated the production will be between 
5,500,000 and 6,000,000 boxes. In order to curtail 
production many of the factories were closed for a 
full month and prices have been fairly well main- 
tained, except in plate glass, which is selling very 
low. The foreign demand is not as good as might 
be expected with the Belgium factories closed, but 
evidently building operations are light everywhere. 

With all of this foreign business, if railway or- 
ders were up to normal the iron and steel indus- 
tries would be rushed, but the railways are still buy- 
ing sparingly. The Pennsylvania is the only con- 
spicuous exception, although the Southern Pacific 
has ordered 25,000 tons which will be rolled in Ala- 
bama. The Lake Shore has ordered 15,000 tons, 
the Alton 8,000 and Chesapeake & Ohio 4,000, which 
will be rolled in the Chicago district. The Rock 
Island management has been in the market for 5,000 
cars, but the minority stockholders have obtained a 
temporary restraining order. The Russian govern- 
ment has been negotiating upon a large car order, 
which will probably be closed as soon as arrange- 
ments for financing it are completed. 
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Foreign Markets for Coal. 


The United States as an exporter of coal eclipsed 
all former records in April when 700,000 tons were 
shipped by sea as compared with about one-half 
that, the normal monthly average, heretofore. Al- 
though for the present this increased sale overseas 
is offset by a decrease in our sales to Canada, the 
latter trade is affected by the same conditions that 
prevail in this country, while the new overseas trade 
means new customers and possibly new permanent 
markets. 

Within the past month England has prohibited 
the exportation of coal except to her dependencies 
and allies, and this if maintained is bound to turn 
a large volume of orders to the United States, not 
only from South America but Europe. The amount 
of sales will probably be limited only by vessel ca- 
pacity. 

The most important developments are looked for 
in South America, which imports ordinarily about 
7,000,000 tons per annum, nearly all from Great 
Britain. Since the outbreak of the war our coal 
operators have been finding new business there, and 
now the prospect is for heavy business. They are 
much more interested in this field than in European 
orders, because they believe that once established in 
the South American trade they can hold it. The 





chief difficulty they have experienced in the past 
has been that Cardiff coal, which is of high quality, 
was well known, and users were accustomed to it, 
and preferred not to experiment with other coals. 
Some of the large dealers who are now placing our 
coals in South America are sending experienced fire- 


men to their large customers to see that the best 
possible results are obtained. Our best coals are as 
good as Cardiff and once established in any market 
it is believed that they will hold their place. — 


Shipping Conditions. 


The sinking of the Lusitania has not had the 
serious effect upon ocean shipping that might be 
expected. Immediately after that event there was 
a sharp rise in war risk insurance, and for a few 
days rates fluctuated widely, and then sagged off 
until now they are only fractionally above the old 
rates. It is not clear that the Lusitania’s fate has 
had any effect upon freight rates, as conditions re- 
lating to supply and demand are constantly chang- 
ing. There has been a slowing up in the grain 
trade, but of late a new demand for bottoms has 
risen here on account of the English embargo on 
the exportation of coal and the consequent orders 
for American coal for Scandinavian and Mediter- 
ranean ports. 

There is no apparent unwillingness on the part 
of owners or officers of ships to sign up for voyages 
into the war zone, and freight charges are about 
the same as before the Lusitania calamity occurred. 

The Customs Court has ruled adversely upon the 
attempt to grant discriminating customs duties in 
favor of goods imported in American ships. It holds 
that the five per cent reduction granted by the Un- 
derwood Act must also be allowed upon all goods 
imported in the ships of countries which have trea- 
ties with the United States that guarantee equal 





treatment to their shipping. As nearly all countries 
have such treaties the decision practically aullifies 
the existing provision. The case will go to the 
Supreme Court. 

It is evident that there is much interest among 
the South American delegates to the Pan-Ameri- 
can conference upon the subject of new shipping 
lines between their ports and the United States, 
and there is talk of reviving the administration ship- 
ping bill in consequence. Nobody questions that 
more shipping is needed under the American flag, 
but this is a situation which cannot be speedily rem- 
edied even by legislation. The loss of ships by de- 
struction and internment can be made good only 
by building new ones, and all the shipyards in the 
world are already working to capacity. It is said 
that nearly every important American line has new 
ships under construction, and all American ship- 
yards have enough work in sight to occupy them 
for several years. 

The urgent demand for ships has put up the 
values of hulls until such investments are very pre- 
carious unless they can be made to pay for them- 
selves at an early day. The English government 
has recognized the situation by changing its methods 
of computing values for war insurance purposes. 
Under the old plan the government valuation was 
arrived at by deducting from the original cost four 
per cent for depreciation for each year of age, but 
twenty per cent is now added to the figures so ob- 
tained. The London Times gives what it calls a 
typical instance of rising values in a steamer of 
nearly 3,000 tons which was built in 1899 was sold 
in May of last year for £14,500; in August for 
£18,000; in November for £20,000; and early this 
year ‘for £25, 000, an appreciation within 12 months 
of more than 70 per cent. 


Bond Market in May. 


On May 5, 1915, the volume of bond transactions 
on the New York Stock Exchange for the year to 
date for the first time surpassed the volume for the 
similar period of 1914. Two days afterward oc- 
curred the sinking of the Lusitania, and after a 
period of several days of almost feverish activity 
culminating in total transactions of $5,701,500 par 
value on Monday, May 10, bond dealing gradually 
subsided into the condition of comparative inactiv- 
ity witnessed in the second half of the month. The 
total transactions for the month up to May 25 
amounted to $57,377,700, compared with $36,970,- 
500 for the same period in May, 1914. All but 
about a million of this increase occurred in the first 
fifteen days of the month. From January 1 to May 
25, 1915, total transactions amounted to $331,903,- 
200, as against $314,450,500 in 1914. 

The largest and most interesting individual fea- 
tures of the month were the offering for subscrip- 
tion of $65,000,000 Pennsylvania Railroad Company 
New General Mortgage 444% Gold Bonds at 98%, 
and the sale of $25,000,000 Government of the Ar- 
gentine Nation Five Year 6% Treasury Gold Bonds 
at 99. The latter offering was part of an interna- 
tional transaction embracing a subscription offering 
in the London market of £5,000,000 additional 
bonds of the same character. The American lot 
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was placed on sale on Monday, May 10, and the 
subscription list in London was opened on Tuesday, 
May 11. The feat of the American distributing 
syndicate in disposing of all of its $25,000,000 bonds 
within that week, in spite of the unsettled condi- 
tions following the Lusitania disaster, may be con- 
sidered remarkable evidence of the distributing 
power of the banking syndicate and of the substan- 
tial faith of investors in the United States in the 
stability and credit of the Argentine Nation. Oi 
the proceeds of this Argentine issue £8,000,000 go 
to pay otf maturing obligations in London, and the 
consent of the British ‘lreasury to the otfering of 
£5,000,000 in that market was due to this fact. The 
London market gains £3,000,000 in ready money 
by the operation. Of the London offering, how- 
ever, the public took only 15 per cent, leaving 85 
per cent to the underwriters. 

The subscription list to the Pennsylvania issue 
was opened on the day of the sinking of the Lusi- 
tania and it was announced on the following Tues- 
day that all of the $65,000,000 bonds had been sub- 
scribed. Although the bonds subsequently sold in 
the open market as low as 9644, they have since re- 
covered to a level around 97%. 

The month closes with the market still marking 
time in anxious expectation of Germany’s reply to 
President Wilson’s note. The general ease of 
money conditions would seem to furnish ground for 
the belief that if this reply be in any measure con- 
ciliatory, the confidence of the investing public will 
be restored and an active demand for weil secured 
investments will reappear. 


Government Bonds. 


The Government Bond market has been rather 
inactive during the past month. The high of 9844 
for United States Registered 2s of 1930 was made 
at the beginning of the month. After the sinking 
of the Lusitania, prices eased off a trifle. A fairly 
good demand, however, arose for the bonds shortly 
thereafter, most of the inquiries coming from Mis- 
souri. This was due to the fact that personal taxes 
are payable in that State on June 1. In fact, quite 
a few sales were made for this purpose in the neigh- 
borhood of 98. 


United States Registered 3s of 1918 have re- 
mained very firm, these bonds having sold at as high 
as 101% during the month of May. The quotation 
looks very high for the reason, as we have pointed 
out from time to time, that this particular issue is 
subject to actual redemption on or before August 
1, 1918. Since the installation of the new Federal 
Reserve system, several large blocks of the 3s have 
been sold to the Federal Reserve Banks, these pur- 
chases accounting to a considerable extent for the 
firmness of the bonds. 

While, of course, it is impossible to forecast with 
assurance the trend of prices for any of the Govern- 
ment issues, it is interesting to call attention to the 
fact that under the terms of the Federal Reserve 
Act, the Federal Reserve Board have authority to 
empower the twelve Reserve Banks to annually 
purchase, beginning with December of this year, 
$25,000,000 of the Government 2s at 100. It is 








accordingly only fair to assume that instead of the 
banks sacrificing their 2s, they are more apt to hold 
them in the hope that the Federal Reserve Banks 
contemplated purchases may take place withic the 
next year or so. 


Farming Profits. 





The economic condition of the farming population 
is a matter of great concern to everybody. Accord- 
ing to the last census, thirty-two per cent. of our 
population actually live on the farms, and the effi- 
ciency and prosperity of these directly affect the con- 
dition of all the rest. Farming has never been re- 
garded as a very remunerative business, and there 
nave been obvious reasons throughout most of our 
history why the direct and immediate returns could 
not be large. With fertile prairie land practically 
free, it was not to be expected that the common 
crops would bring much more than the labor cost 
of producing them by the ordinary methods, for 
while there is a great opportunity in agriculture for 
the use of intelligence and scientific skill, it is also 
true that routine farming can be learned and car- 
ried on by anyone. During the period when good 
lands could be had by homestead entry, the oppor- 
tunity to obtain a farm free was in itself a great 
inducement to the settlement of vacant lands, and 
a factor in making low prices on farm products. 


With the passing of the period of free lands, and 
as population gained upon farm area, the prices of 
farm products began to advance. A pronounced 
change has taken place since the decade 1890-1899, 
with the result that there has been a general out- 
cry from consumers over the rise in the cost of 
living. During the calendar year 1913 the twenty 
principal farm staples included in the price tables 
of the Bureau of Labor averaged 165.8 per cent. 
of the average level of the same commodities in 
the period 1890-1899. It would be naturally sup- 
posed that with this advance in the prices of his 
products, the position of the farmer must have 
improved ; but it is seriously argued that this is not 
so. Statisticians and experts are contending that 
farming is still a business of very poor returns. 

Bulletin No. 41 of the United States Department 
of Agriculture consists of a report of a survey of 
520 typical farms in Indiana, Illinois and lowa made 
by representatives of the Department. Ot these 
farms 273 were operated by the owners, and it is 
reported that after allowing five per cent. interest 
on the capital investment, these owners only re- 
ceived an average of $408 per year, plus house rent 
and food supplied by the farm, for their labor and 
management. The 247 renters did better, for they 
received an average of $661, but this was because 
the landlords received only 3.5 per cent. interest 
on the value of their investment. This showing 
leads the investigators to the conclusion that the 
assertion that farmers are making large profits is 
erroneous. “They are living on the earnings of 
their investment and not on the real profits of the 
farm.” “As farming is a business, investing both 
capital and labor,” says the report, “the farmer 
should receive a fair income on his investment as 
well as wages for his labor.” 














The Rise of Land Values. 





At the hearings recently held by the Interstate 
Commerce Commission in Chicago upon the appli- 
cation of western railways for permission to raise 
certain freight rates, this view was presented by 
the publisher of a widely circulated farm journal 
as the essential part of an argument against the 
application. He said: 

“It is an established fact that a prosperous agriculture 
must underlie a prosperous country. But the farmers of 
Iowa, with a cash investment ten times as great as the 
railroad value in that state are getting a return on their 
investment of not more than 3 per cent., and this, with an 
allowance for their own labor of less than one-third the 
pay of a railway engineer or conductor, and little more 
than half the pay of other trainmen.” 


A specific case was given to illustrate the argu- 
ment as follows: 


“Frank Parrott, of Aurelia, owns 400 acres of land, 
valued at $210 an acre. His stock and machinery have a 
value of $6,000, making a total investment of $90,000. 
For the year 1914 his net earnings, after allowing wages 
of himself and family, were $1,805.70, which is 2.0063 per 
cent. on his investment.” 


It would be interesting to know upon what 
theory this land is estimated to be worth $210 per 
acre. Is there an anticipation of future profits? 
If so, two per cent. is not the full return. Is it 
because another owner might make it pay better 
than the present one? If so, the present owner 
should sell out at $210 per acre and put the pro- 
ceeds at interest. If neither of these suppositions 
is true, what grounds are there for rating the land 
so high? What are the improvements worth, and 
how much has the bare land increased in value in 
the last ten years? 

It is evident that the whole argument based upon 
land values is fallacious, because it is reasoning in a 
circle. As the profits of farming increase, the own- 
ership of land becomes more desirable and the sell- 
ing value naturally advances, so that the percentage 
of return upon land investments remains fairly con- 
stant and in harmony with returns upon other 
investments. ' 

The average value per acre of all the farming 
lands in the states wherein the above mentioned 
official survey was made, increased during the ten 
years 1900-1909, according to the census, by the 
following percentages: Indiana, 96 per cent.; IIli- 
nois, 105.8 per cent.; Iowa, 127 per cent. The rise 
in land was greater than the rise of products, but a 
rise of prices usually gives a more than proportional 
increase of profits. At any rate, the rise in land 
may be considered a natural result of the advance 
in products. The same result attends upon similar 
conditions in city real estate and in every other class 
of investments. A stock that is certain to pay more 
than the ordinary rate of interest will sell at a 
premium, so that however large the rate of return 
on the original investment may become, subsequent 
purchasers will realize no more than average in- 
terest, unless there are further developments. Good 
bank stocks, for instance, usually pay very moderate 
returns on their market value. 

According to the view expressed in the quota- 
tions, the farmer’s case is hopeless, for if the prod- 
ucts of the farm continue to rise in value the value 
of the land will also rise, so that about the same 





relation will be maintained. The very fact that in- 
vestments in land are looked upon by many people 
with particular favor, and that there is a probability 
of an increase in land values, makes it certain that 
such investments will always pay a comparatively 
low return. The government observer, while not 
drawing these full conclusions, evidently recognizes 
the situation, for he says: 

“The landlord who is receiving 3.5 per cent. from his 
farm, with the bare land figured at $150 or more an acre, 
has a good, safe investment. It would seem from the re- 
sults that if the year studied was a normal one, land in 
the corn belt is not over-valued. Changes in the price of 
the staple products, such as corn or oats, or material 


changes in the cost of production of these crops would be 
reflected in the price of farm land.” 


It appears then that the price of farm land in- 
stead of being always treated as a factor in the cost 
of products is more correctly regarded as itself de- 
pendent upon farm earnings. 


Average Returns Always Poor. 





It is a truth of great significance that average 
returns are always poor. According to the reports 
of the Department of Agriculture, the average yield 
of corn in this country has reached thirty bushels 
per acre only once in the last forty years. The 
man who is only average, or under average, in pro- 
ficiency, always has a hard time, because there are 
competitors enough above the average to make the 
conditions to which, of necessity, all must conform. 
The price of farm lands is being determined by 
farmers who are above the average, and no doubt 
the other class finds it hard to pay the same price 
and make profits. 

Farming, however, is not the only occupation of 
which this is true. In every line of business, varying 
degrees of success will be found, from those who 
are doing handsomely down to those who are losing 
money and failing. The exceptional rewards are 
for the leaders, who find and practice and teach the 
best methods, and by whose leadership and example 
the knowledge of improved methods is disseminated, 
until eventually such methods become the common 
standards. The progress of the world in the past 
has been due mainly to economic pressure thus con- 
stantly brought to bear upon the laggards and forc- 
ing them to imitate superior methods already 
demonstrated by others. 

The problem for the man on a farm is no different 
from that of the man in a railroad office or a bank; 
it is to get himself into the class that is above the 
average in efficiency. By so doing he will not only 
benefit himself but help to raise the level of produc- 
tion and consumption for the whole community. - 

Much of the criticism of the existing order is 
based upon an assumption that wherever low re- 
muneration and consequent distress occurs it must 
be due to “cut throat” competition or deliberate 
oppression in some form, whereas such conditions 
are usually due to a misapplication of enterprise 
and labor; that is to say, to an attempt, either to do 
something that ought not to be done at all, or to do 
it without knowing how or without proper equipment. 
Such efforts are bound to yield unsatisfactory 
results. 

It was shown in an investigation of the coal 





industry a few years ago that an abnormal amount 














of time was lost in it; wages were fair for the time 
actually worked but annual earnings were low, 
particularly in some localities. Furthermore, some 
mines, owing to the character of the veins, could 
be more easily worked than others, and some were 
more convenient to market than others. The re- 
turns to both capital and labor on the margin of the 
coal-mining industry are always poor. It is the 
same in the farming industry: the man on poor 
land, or with not enough land to afford proper 
machinery, or who lacks knowledge of the business, 
is on the margin of the industry, and might do 
better at something else or by working for some- 
body who can supply his deficiencies. 

And so it is in all the industries. The problem 
of relieving underpaid labor is either that of mak- 
ing it individually more efficient or of moving it to 
where it will be more productive. The entire com- 
munity is interested in securing the greatest possi- 
ble results from every worker. 


An Example of Successful Farming. 


One of the well-known bankers of the State of 
Iowa, Mr. Charles Shade, President of the First 
National Bank of Rock Rapids, having referred in- 
cidentally to the success of a young farmer of his 
acquaintance, as an example of what was being ac- 
complished by industry and good management in the 
business of farming Iowa soil, was asked to give the 
account in writing and did so, adding another in- 
stance, and his statement is quoted below. It was 
written without reference to the above discussion, 
but is given as explaining why farming lands have 
been advancing in value. 


The young man referred to is a German by descent— 
was born and reared in our own country. His people are 
hard working, frugal farmers so that he has had the proper 
training in his profession and has been taught to make the 
most of his opportunities in cultivating the soil. His name 
is-John Busch. The story runs as follows: 

After reaching his majority he began farming on his own 
account in the Spring of 1908 by renting 80 acres of land 
from one of the neighbors, giving 1/3 of the small grain 





and paying cash of $4.00 an acre for all the land put into | $48 


corn. His father gave him two horses and he used his 
father’s machinery to put in the crop. We loaned him 
$600 to be used in buying hogs and cattle. 

In 1909 he rented a half section of land and out of the 
proceeds of his crop of 1908 he purchased farm machinery 
of his own and more horses. The season of 1909 and 1910 
were good crop years and during these two years he added 
more stock to his farm and more fully equipped himself 
for the handling of 320 acres of land by the purchase of 
more horses and more machinery. During all of this time 
we continued to carry him on the first loan of $600 by re- 
newing the note each year, he paying the interest. 

In 1911 we loaned him an additional $500 making his 
total indebtedness to us $1,100. The season’s crop of 1911 
was very large and the price was good. Out of this crop 
he sold sufficient amount of grain to pay up all the money 
borrowed from us and to liquidate other small debts he 
had made in buying machinery, cattle, horses and hogs, so 
that in the Spring of 1912 he had all of his debts paid, with 
a good herd of cattle, a large stock of hogs, horses and 
machinery sufficient to carry on the 320 acre farm. The 
crop of 1912 was not an average one, so that the profits of 
that season were very light. He continued farming this 
same land during 1913 and 1914, putting the larger part of 
it into corn. The market price for corn was large and as 
he had practically all of the work done without outside 
help other than one additional farm hand, his expenses 
were light. 

Out of the crop of 1913 after paying current expenses 
and without selling the cattle and hogs, he had about $2,000 
in money which he left with us on deposit. 





During. the crop season of 1914 he planted 200 acres of 
corn. This crop averaged about 60 bushels per acre, mak- 
ing 12,000 bushel yield. This corn was worth better than 
50 cents per bushel. The accumulation of cattle and hogs 
had been —_ rapid so that by the first day of December, 
1914, out of the proceeds of this crop and the sale of cattle 
and hogs, after paying current expenses he left with us 
$5,000 additional money, making in all $7,000. 

He purchased a 160 acre farm in November, 1914, and 
promised to pay for it $28,000, $8,000 cash down and long 
time on the balance at 5%. The land was deeded to him 
and he gave a mortgage back for $20,000. We loaned him 
$1,000 for sixty days assisting him to make up the $8,000. 
In January he disposed of hogs sufficient to pay back to us 
the $1,000. So that this young man now has $8,000 paid in 
on a splendid quarter section of land which is well im- 
proved and has ten years to pay the balance of it at 5%. 
He also owns eight head of horses, 25 head of cattle, 20 
head of brood sows and more than $2,000 worth of farm 
machinery with seed and feed ample to carry him through 
this season. 

I make an estimate of the value of his personal property 
as follows: 


, 


8 head of horses at $150 per head.......... $1,206 
25 head of cattle at $60 per head. ........ 1,500 
20 head of brood sows at $25 per head..... 500 
EE SOIL co ike os ccccsscccticecsste 2,000 
ON WI IE, vanbo sus ciescaccetics edd ees 1,500 
aN IIS oo 655. 36 KREBS ck daseK 00 de 8,000 
Te i $14,700 


Now that is the net profit from his farming operations 
on six seasons. en you take into account that this 
young man started empty handed, it seems to me that it 
is a remarkable case. This man has also been handicapped 
by not being married and has done his own housekeeping. 

I also have another case which I might cite you of great 
thrift in our territory. It is that of Fred Schimmel, a 
German whose ancestors, as far back as I know were 
farmers. This man started farming in 1900 by his father 
giving him a team and his renting 80 acres of land. In 
1901 he was married. He continued to rent land, giving to 
the landlord one-third of the crop raised on the land until 
1905 when he purchased 160 acres of land at $60 per acre, 
making a payment of $3,000 at the time of the purchase 
with a promise to pay $500 per year and interest. He moved 
onto this farm and erected good buildings during the next 
3 years besides making payment of his $500 each year and 
interest. In 1908 he traded this land on a half section of 
land, turning this farm in at $125 per acre and taking the 
other land at $120 per acre. Last January he refused 
,000 for this land. He has an encumbrance of $16,000 
against it. He also has a short horn cattle herd of 65 
head, 16 horses, 50 or 60 head of hogs, full equipment of 
farm machinery, with seed grain and feed to carry him 
more than one year, in the grainery. Mr. Schimmel has 
the equivalent of at least $40,000 and all of this has been 
the outgrowth of his farming operations in 14 years, some 
of which have been very lean years. 


The Lumber Business. 


The lumber industry is somewhat like the farm- 
ing industry in that the profits have been largely 
realized from the increasing value of standing tim- 
ber, and that the sight of these profits and efforts 
to obtain them have frequently had the effect of 
demoralizing the business of cutting timber. It has 
been common in borrowing money on timber lands 
to issue serial bonds, with the expectation of meet- 
ing them when due from lumber sales. In every 
period of depression it is necessary for some of 
these debtors to cut timber and force the sale of 
lumber regardless of cost in order to meet such 
maturities, and the effect of course is to aggravate 
the unfavorable market conditions. 

A correspondent engaged in the lumber business 
on the North Pacific coast writes of present condi- 
tions in the industry as follows: 
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“The production of lumber throughout the United 
States represents the investment of an immense’ amount 
of capital and the employment of a vast number of men. 
Fortunes have been made principally by those who in 
early days had the wisdom and courage to put their money 
into standing timber at a time when it could be purchased 
at a low figure, when demand for lumber was limited and 
when transportation facilities were exceedingly meager. 

As the great Western country developed and became 
settled, a great demand arose for lumber and manufac- 
turers found ready sale for the product of their mills and 
factories. This supply came principally from the timbered 
regions of Michigan, Wisconsin and Minnesota. Later the 
Southern Pine industry was developed. As the forests of 
the three states named became denuded of their timber, 
the men who had been successful in those regions sought 
investment in Southern timber and still later in the White 
Pine, Fir, Redwood, etc., of the Pacific Coast and in what 
is known as the Inland Empire. Hundreds of mills have 
been built and factories established for the manufac- 
ture of commodities made from lumber. As in every other 
business, there have been good years and bad ones, and 
there has been good and bad sledding for the mill men. 

At present the industry in the South and in the North- 
west is in an exceedingly demoralized condition with the 
result that lumber is being marketed at either an actual 
loss or at a price which means the sacrifice of valuable 
stumpage. Just when relief was hoped for from the open- 
ing of the Panama Canal affording cheaper transporta- 
tion from the mills of the Northwest to the markets of 
the Atlantic Seaboard and the East, the European war 
broke out, practically cutting off the exportation of lumber 
especially to the countries engaged in the war. Thus the 
foreign demand was not only very greatly reduced but 
the consumption of lumber in this country was curtailed 
on account of the uncertainty prevailing in regard to 
money matters, etc. 

No doubt there is and has been great overproduction 
of lumber, but much that has been said about the slaughter 
and waste of the forests is the rankest nonsense. The 
lumber manufactured has all been utilized in some form 
or other though in many instances to the loss of the manu- 
facturer. Men do not manufacture lumber for the mere 
sake of running their mills and seeing their product lie 





in piles to rot or be burned up or to see their standing 
timber fall before the axe of the woodsman. 

It is difficult to predict the future of the business. Dif- 
fering opinions prevail. Some think that when the war 
closes there will be a great demand for lumber in the 
countries desolated; while others think that while the need 
for large supplies will exist the people will be so im- 
poverished that they will have no money with which to 
buy lumber. 

If the production of lumber could be regulated to 
meet the increased or diminished demand, it would afford 
great relief. This, however, is extremely difficult if not 
well nigh impossible. Many manufacturers are willing 
that production should be curtailed, but they want the 
other fellow to do the curtailing. Besides there is now a 
law which forbids manufacturers to advance their prices 
or to curtail their product by agreement. 

It is to be hoped for all concerned that there will be 
an improvement in conditions in the near future but no 
one is risking his reputation by making predictions with 
certainty. 

Another thing which the lumbermen have to take into 
account at the present time is the introduction of cement, 
steel and other material now so largely used in the con- 
struction of buildings of almost every character, and 
through the influence of the makers of these materials 
the legislation in certain localities against shingle roofs 
and structures of wooden material. 

If anyone thinks that running a saw mill is “one 
endless round of pleasure” he has only to get into the 
game and have a try out.” 


Clearings Between Federal Reserve Districts. 





The Federal Reserve Board has adopted a plan for the 
settlement of balances between the twelve Federal Re- 
serve Banks, which is to be operated with the co-operation 
of the Treasury Departmen 

Section 16 of the 


t. 
Federal Reserve Act authorizes the 











Federal Reserve Board to “exercise the functions of a 
clearing house for Federal Reserve Banks.” 

The plan as adopted requires that each Federal Re- 
serve Bank shall deposit $1,000,000 in Gold Bearer Certi- 
ficates or Gold Order Certificates with the Treasury or 
nearest Sub-Treasury prior to May 24, 1915, and in addi- 
tion, an amount equal to its indebtedness to other Federal 
Reserve Banks. The Treasurer of the United States will 
issue Gold Order Certificates payable to the order of the 
Federal Reserve Bank covering the fund deposited. Each 
of the Federal Reserve Banks will maintain a balance in 
the fund of not less than $1,000,000. 

At the close of business each Wednesday, each Federal 
Reserve Bank is required to telegraph the Federal Re- 
serve Board the amount in even thousands “due to” each 
other Federal Reserve Bank. If Wednesday should fall 
on a holiday, the Federal Reserve Board is to be noti- 
fied at the close of business on the preceding Tuesday. 

The Settling Agent who is appointed by the Federal 
Reserve Board, will make the proper debits and credits in 
the accounts of each Federal Reserve Bank on Thursdays, 
and telegraph the amounts in even thousands. The Fed- 
eral Reserve Banks in turn shall “debit the ‘due to’ Fed- 
eral Reserve Bank accounts and shall credit the settlement 
fund; and shall credit the ‘due from’ Federal Reserve 
Bank accounts and charge the settlement fund. The dif- 
ference between the total debits and credits shall equal 
the net debit or credit to the settling fund as advised in the 
telegram from the Settling Agent.” 

The Federal Reserve Banks are required to make good 
the gold fund either by direct deposit or by transfers 
of credits from other Federal Reserve Banks. 

Excess balances may be withdrawn by Federal Reserve 
Banks or transfers may be made by Federal Reserve 
Banks which are entitled to receive Gold Order Certi- 
ficates for such balances, issued by the Treasurer of the 
United States. 

Federal Reserve Banks are authorized to count as legal 
reserve the funds standing to their credit on this account. 


Federal Reserve System. 


The Federal Reserve Board having begun the reg- 
ular publication of an official bulletin to carry all 
announcements and orders issued by the Board, we 
shall not give as much space to these matters in this 
publication as heretofore. All important news con- 
cerning the system will be reported and the policies 
and developments commented upon as usual, but we 
shall not deem it necessary to keep a complete 
record of the proceedings. 


Changes in Boundaries of Federal Reserve Districts. 


On May 4 the Federal Reserve Board granted a pe- 
tition of the banks in the northern half of the State of 
New Jersey to transfer the banks in these counties 
from the Philadelphia to the New York Federal Re- 
serve District; West Virginia county banks were 
transferred from the Richmond to the Cleveland 
district, and the banks in the southern counties of 
Oklahoma were transferred from the Dallas to the 
Kansas City district. 


Collection System. 


The Federal Reserve Bank of New York has 
sent out a circular dealing with the collection of 
checks. The important parts of it, are reprinted 
below: 











Circutar No, 24. 
New Yorx, May 26, 1915. 
To THE CASHIER. 
Sr: 
INAUGURATION OF COLLECTION SYSTEM. 
* * * * * 

Only checks or drafts drawn on and received from the 

member banks which have joined the collection system, 
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and which appear on the appended list, will be received. 





STATEMENT OF RESOURCES AND LIABILITIES OF EACH OF THE TWELVE FEDERAL 
RESERVE BANKS AT THE CLOSE OF BUSINESS MAY 28, 1915. 
(In Thousands of Dollars) 








RESOURCES 
Gold coin and certificates! 
Legal tender notes, =e 

gt 's and Sub. coin... 


N.Y. Clev’d 


17,169 
767 


Rich’d 
7,392 


21,293 ‘95 


Atlanta) 
5,707 


St. Louis 
9,083 


1,241 


Chicago 
35,218 


3,148 


M’npl’s 
8,541 
6 


Kas.City 
9,180 


242 





17,936 | 7,487 
1,024 
2,649 
1,014 
416 


9,595 


1,158 
3,407 71 


5,949 
4,469 


38,366 10,334 
1,649 1,067 
6,856 1,019 
1,484 
2,847 


8,547 
766 
1,714 


12 
238 


108 


2,062 
463 | _ 2,608 





141,286 23,039 | 16,129 


10,984 


51,541 16,751 





127,474 
1,156 


19,829 
$85 


8,106 


4,596 
3,356 
71 


4,805 227 | 5 
other Liabilities 300 : B50) 


2,877 
2,410 
35 


44,933 13,963 6,702 


3,255 
2,919 
18 


10.921(a) 
6,608 2,788 2,383 3,932 3,118 
54,158 























23,123 | 141,286 | 26,441 | 23,039 | 16,129 


10,984 























51,541 16,751 | 11,277! 12,346 | 12,894 | 16,211 | 360.247 





(a) Total Reserve notes in circulation 
retirement of spare 8 
(b) After deduction of items 
ae reserve 

Notes in pet ag om 


65,612. After deducting gold and lawful money in hands of Federal Reserve Agents, 54,691 for 
net liabilities 4 Reserve Banks upon outstanding notes, amount to 10, 

between Federal Reserve Banks, 7,435, the Gold Reserve against Net Liabilities is 82.4% and the 
Reserve against liabilities after setting aside 40% Gold Reserve against net amount of Federal Reserve 


(c) Maturities of bills discounted and loans: 30 days, 12,907; 60 days, 12,423; other maturities, 8,621; Total: 33,951. 





Such checks or drafts will be credited on receipt at par to 
the sending bank and charged and forwarded direct to 
the bank on which they are drawn. 

Whenever experience may prove that it is necessary, 
member banks may arrange with their other reserve 
agents to make such regular transfers of funds as may 
be required to meet charges against their accounts with- 
out impairing their reserve balances with this bank. 

n the other hand, — request or by standing order 
filed with this bank, such excess balances as may be built 
up by a surplus of credits over debits may be transferred 
to a New York City reserve agent, thereby preventing un- 
necessary loss of interest on excess reserves. 

Any member bank joining the collection system is at 
liberty to extend to its depositors the privilege of stamp- 
ing their checks “Collectible at par through the Federal 
Reserve Bank of New York,” which will provide for the 
collection of all such checks at par. 

An indorsement stamp for use on all checks or drafts re- 
mitted to the Federal Reserve Bank of New York will be 
forwarded to-morrow to each member bank which has 
joined the collection system. 

CHECKS ON OTHER FEDERAL RESERVE BANKS. 


On June 15, 1915, this bank will discontinue accepting 
checks or drafts drawn on other Federal reserve banks for 
immediate credit, with the exception of those drawn on the 
Federal Reserve Banks of Boston and Philadelphia, which 
it will continue to receive, as at present, for immediate 
credit at par. 

Checks or drafts drawn on the nine other Federal re- 
serve banks will be received for “collection” only and will 
be credited to the account of the member bank depositing 
them, subject to final payment, in accordance with the fol- 
lowing time schedule: 

Federal Reserve Bank of Richmond 1 day after receipt 
Federal Reserve Bank of Atlanta 2 days 

Federal Reserve Bank of Cleveland 2 - 

Federal Reserve Bank of Chi 90 ad 

Federal Reserve Bank of S - 7 

Reserve Bank of Minneapolis m % 

Reserve Bank of Kansas City ” “ 

Reserve Bank of Dallas La ” 

Reserve Bank of San Francisco ” " 

Items drawn on the above named Siutie should 
included with other “cash” items forwarded for i 
diate credit, but should be listed on a separate sheet and 
forwarded as “collection” items. 

Advice of credit will be forwarded on the day credit is 
made to the member bank’s account. 

TRANSFER SYSTEM. 


In order to provide a direct and economical method of 
effecting transfers of funds by either mail or telegraph, 
the Federal Reserve Banks are inaugurating a Transfer 
System simultaneously with ‘their Collection System. 
Through this Transfer System any member bank may or- 








der funds transferred by either mail or telegraph (a) to a 
member bank within its district, or (b) to a member bank 
outside its district. Sample forms for ordering such trans- 
—_ are enclosed and additional forms will be supplied on 
uest. 
or transfers by either mail or telegraph within this 
district, no charge will be made. 

For transfers by mail outside of this district, it is not 
anticipated that a charge will be made, unless the condi- 
tion of the domestic exchange market should necessitate 
the shipment of currency to cover such transfers. For 
transfers by telegraph outside of this district, a charge 
will be made, covering 

(a) The cost of telegraphing, and 

(6) Interest at the rate of 2% for the time which 
would be required to make the transfer by mail, 
an 

(c) The prevailin ag ces charge, if any, for mail transfers. 

The development o Federal Reserve Transfer Sys- 
tem, particularly for use between member banks in dif- 
ferent districts, is in the interest of sound banking prac- 
tice, and its use by member banks in this district is recom- 
mended whenever practicable. 

Member banks in this district, are at liberty, as hereto- 
fore, to draw on this bank and send such drafts outside 
of this district, and all other Federal reserve banks have 
advised that, for the present, they will receive such drafts 
from their member banks for immediate credit either at 
par or at the market rate for New York exchange. 

Respectfully, 
Benj. STRONG, JR., 
‘overnor. 


Discount Rate on May 25th 


The rates in force on May 25th, at the different 
Federal Reserve Banks were as follows: 


Class of Paper Boston New York Philadelphia Cleveland 
30 days... ; ; 4 4 


60 days... 
41g : 


90 days... 
Richmond Atlanta 
41 ri 





434 
5 

St. Louis 
4 


a4 
5 


Chicago 
: 


Longer.... 


30 days... 
60 days... 
90 days.. 
Longer.... 


30 days... 
60 days... 
90 days... 
Longer. 


41g 4 
ed i 64 474 
ectosalans Sean City oats San Francisco 
‘eS See er. 


4 
5 4 4 i 
- ais 14 4% 
Mioneapi 


5 
Sor menintinens in Boston, New York, Chi Be 
y the F 





The 
Cleveland, San Francisco and St. Louis are announ: 
Reserve Board 


e as— minimum, 2%— maximum, 


THE NATIONAL CITY BANK OF NEW YORK. 








